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CHAPTER ONB 
IHTRQDUCTIQH 
International trade often plays an inportant, if not a 
crucial, role in the developnent of the econony. However, 
its role in the development of advanced and poor economies 
has always been a topic of debate amongst economists. 
International trade, in the nineteenth century, was not only 
used as a medium of optimum allocation of resources but was 
also utilised as an "engine of growth"^ \ The classical and 
neo-classical economists orthodoxically enunciated that 
foreign trade can act as an accelerator for economic 
development. Adam Smith expounded that foreign trade 
postulated the existence of idle land and labour before a 
country is opened to world market ^^'. John Stuart Mill 
stated that trade, according to comparative advantage, 
results in a more efficient employment of the productive 
forces of the world and that this might be considered the 
/ox 
direct economical advantage of foreign trade ^ ^. 
1.1 ROLE OF EXPORTS IN ECnNnMIC DEVELOPMENT 
Foreign trade plays a crucial role in the development 
process of a country. As there exists an inter-relationship 
between foreign trade and economic development, foreign 
trade is often considered as the "engine of growth". In the 
initial stages of economic development, developing countries 
like India needed imports of technology, industrial raw 
materials, intermediates, etc. for sustained economic growth 
and stability of the economy. A trade imbalance induces 
disruption in the supply of imports which may have adverse 
repercussions on the whole economy. Therefore, the foremost 
concern in trade planning should be to maintain and expand 
exports so that there is no difficulty in buying the 
required imports for economic growth. However, in the stages 
of economic development, the recent historical evidence 
suggests that imports tend to grow nearly as fast as the 
growth of income in the development countries ^ ' . 
For countries like India, which have reached an advanced 
stage of industrialisation, exports can play a significant 
role for updating the technological base, for meeting energy 
needs and for modernisation of traditional industries. Since 
the country is updating its technological base, it has to 
depend on import of technology, plants and capital goods. 
This means considerable drain of foreign exchange. Increase 
exports can therefore reduce the gap. 
Traditionally, external trade has played only a peripheral 
role in India's economic development as India has 0.4% share 
of the world trade. The relationship between exports and 
economic development is one of mutual dependence rather than 
unilaterial relation of cause and effect. Trade can 
stimulate growth if exports are tending to increase faster 
than imports. If exports are to be a key factor in promoting 
economic development there must be capital formation, 
technical change and reallocation of resources. 
Increased exports provide the wherewithal for increased 
imports which are important to economic growth. The vicious 
circle in foreign trade is characteristic of take-off stages 
of economic development. Emphasis on exports helps to 
concentrate investment in the more efficient sectors of the 
economy, thus raising productivity. A dynamic export sector 
also produces substantial secondary benefits in terms of 
increased investment consumption and flow of technology ^ K 
A developing economy might bring in more stability in her 
export effort which would in turn be responsible for the 
stability of an economy as a whole. The spread effect of any 
export activity which is crucial in its relationship with 
development will depend on the nature of export good. It 
depends on the amount of forward and backward linkages that 
the export of a commodity is likely to give rise to further 
local activities. 
1.2 THE EXPORT STRUCTURE 
Most national economic policies influence export performance 
in one way or another. The pattern of industrialisation is 
the most fundamental measure of a country's capacity to 
export its products. The pattern generally restricts the 
industrial capacity to export manufacturers because import 
substitution industries are essentially inward oriented and 
must undergo a process of re-orientation in order to serve 
/ex 
foreign markets ^ •'. 
India must strengthen the export infrastructure, which 
comprise those services that are basic to the efficient 
performance of export business and that individual 
enterprises cannot provide for themselves on an economic 
basis ^ ^ . 
India's total export performance has been sluggish during 
the decade 1951-61. Exports policy during this period, 
corresponding to the first two-five year plans of the 
country was characterized by indifference, pessimistic 
neglect and even positive discouragement of several major 
items of exports, through various export controls, quotas 
and duties. The inflationary pressures and domestic policies 
of encouraging domestic consumption also inhibited exports. 
The poor export performance of this period is generally 
attributed to the foreign trade and industrialisation 
policies of the country, which are characterized as inward-
looking in nature and biased against exports. 
If the export sector is to be a propelling force in 
development, it is essential, that the export sector not 
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remain an enclave, separate from the rest of the economy, 
instead an integrated process should be established, 
diffusing stimuli from the export sector and creating 
responses elsewhere in the economy ^ •'. Export prospects may 
also be improved by a more liberal importation policy on the 
part of advanced countries. A removal of trade restrictions 
is beneficial not only for the more traditional primary 
exports, but also for encouraging new manufactured exports. 
The export market for primary products might also be 
expanded if industrialised nations avoided artificial 
support for the substitution of primary products by 
synthetic materials and along with the liberalisation of 
trade, it is virtually important that the LDCs should be 
able to look forward to the maintenance of high rates of 
growth in the advanced countries to which they export, 
Finally, advanced countries can contribute by supporting 
policies to stabilise export proceeds. High and stable 
levels of employment in industrial nations will help reduce 
the short-term fluctuations in export proceeds, but in 
addition national and international measures might be 
advocated to achieve greater short run stability in 
international community markets ^ '. 
Over the past few years, economic policy has steadily veered 
towards liberalising indifferent . areas of activity, 
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including the export section ^1^^. Engineering exports, 
contrary to the trend in overall exports, have slunped in 
the eighties. Between 1980-81 and 1986-87, these exports 
grew at a rate of 4.7X a year as against 11% in total 
exports. 
Most national economic policy influence export performance 
in one way or another. The pattern of industrialisation is 
the most fundamental measure of a country's capacity to 
export its products. Existing pattern in India reflect a 
heavy bias in favour of import-substituting industries which 
are essentially inward-oriented and must undergo a process 
of re-orientation in order to serve foreign markets. India 
must strengthen the export infrastructure, which comprise 
those services that are basic to the efficient performance 
of export business that individual enterprises cannot 
provide for themselves on an economic basis ^ ^ . 
1.3 EXPORTS OF ENGTWERRTNG GOODS 
The engineering industry is the key to the economic 
development of the country as it has close linkage with 
every single sector of the national economy. The industry 
employs over 2.6 million people and meets the growing needs 
of the capital goods, as well as those of construction, 
power and mining sectors, besides fulfilling the country's 
defence requirements. The Industry helps considerably in the 
generation of new productive capacities that are required 
for the growth of GNP, As the supplier of capital equipment 
to other industries, it plays a key role in the industrial 
development of a country. Thus, the engineering industry 
helps a country to become more and more technologically 
independent, which is vital for the real economic 
development '^^^•', 
The export of engineering goods showed magnificient increase 
from Rs 5.16 crores in 1956-57 to Rs 12 crores in 1961-62 
and by 1976-79, the exports went up to Rs 717 crores 
recording an average annual increase of 27%. 
In the initial stages, India's engineering goods exports 
were confined to simply consumer products such as builder's 
hardware, sanitary castings, aluminium utensils, steel 
trunks and other simple manufacturers. With the progress of 
industrialisation and the confidence which the industry 
gained, more and more of capital goods, industrial plant and 
machinery and heavy equipment started moving ''^^^, 
In the early sixties, Indian engineering exports were 
largely directed to developing markets which accounted for 
nearly 90% of the total value. The average annual growth 
rate of engineering exports during the period of sixties was 
fairly high at about 34%. During the period of seventies a 
vigorous export promotion drive was launched in the face of 
the oil crisis, when imports cost escalated and, therefore, 
exports urgently needed to be stepped up. The value of 
engineering exports was continuously and consistently rising 
from Rs 4.15 crores in 1967-68 to Rs 115.2 crores in 1970-71 
and further to Rs 193.0 crores in 1973-74. On an average Rs 
279 crores worth of engineering goods were exported from 
India during 1970-71 to 1977-78. 
Unfortunately in the eighties the exports of engineering 
goods stagnated at Rs 1000 to Rs 1100 crores. The concern 
for this development is heightened because the government of 
India has recognised the Engineering Industry as a 'Thrust 
Sector' and earnestly wants it to contribute massively to 
India's foreign exchange earnings ^ -'. 
The absolute value of enginerering exports grew upto 1982-83 
when the figure reached Rs 1,250 crores. In the later period 
especially since 1983-84, the exports of engineering goods 
stagnalted to Rs 1000 to Rs 1100 crores. With the spurt in 
engineering exports from 1986-87 onwards, their position is 
expected to improve substantially. Incidentally, exports of 
engineering products grew at the rate of 5% in 1986-87 
over the negative growth of 4.8Z of 1985-86. This growth has 
contributed in the later years, recording an increase of 
25.9% in 1987-88, 45.6% in 1988-89 and 49.1% in 1989-90. 
Engineering Industry have emerged as the most dynamic sector 
in India's exports. With an all time record performance of 
approximately Rs 90 crores during 1980-81, they have 
') 
attained the distinction of being the top foreign exchange 
earner of the country. The strategies drawn up to step up 
exports from the present level of Rs 900 crores to Rs 9000 
crores by 1990-91. Exports of capital goods will be 
increased from its present level of Rs 3145 crores to Rs 
4500 crores by 1990-91 (1^>. 
Engineering exports have emerged as major foreign exchange 
earner in recent years. The country's endowments of natural 
resources and availability of skilled engineers and managers 
in abundance provide a spring board for the possibility of 
engineering goods exports achieving much higher foreign 
exchange earnings in the future. However, quantum jump in 
the field of exports in general, and engineering goods 
exports have not taken place, inspite of measures taken by 
the government over the past few years to liberalise and 
streamline policies with a view to achieving higher 
production and exports ^ ''. 
India's share in the total world engineering exports is 
negligible. In 1973 it was 0.12% and 0.21% in 1977. It has 
been pointed out that it should be possible for us to 
increase the earnings from the engineering goods exports to 
Rs 10,000 crores by 1990-91 by achieving an annual growth of 
about 25%. It is possible to reach the target if about 1% of 
the international market can be obtained by the beginning of 
next decade. 
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A group-wise analysis of engineering export perfornance over 
the years show a significant shift from primary steel based 
items to more sophisticated items. It seems that have shown 
growth on exports include textile and jute machinery, wires 
and cables, wagons and coanches, machine tools, foreign, 
ferro-alloys, bicycles and parts, small hand and cutting 
tools diesel engines and parts, air compressors, storage 
battries, sewing and knitting machines and software. 
From the socio-economic point of view, the key features of 
this sector are its low capital intensity and high 
employment potential. However, these units will have to make 
enormous efforts to achieve greater productivity. The causes 
for magnificent increase in export of engineering products 
were to include high cost of labour and pollution problems 
in developing coudntries, large scale construction and 
development programmes due to sudden oil fortunes of the 
Gulf countries and development requirements of South East 
Asian and African countries. Besides these, the 'inward-
looking strategy' and rigorous exports promotion policy of 
the Government contributed to the rapid rise in engineering 
(17) 
exports ^ '. 
It is anticipated that with the increase in the demand for 
engineering goods, both utilisation and capacity and labour 
productivity will increase which, in turn, will help to 
check " the rate of increase in the cost of production of 
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engineering goods, thus making then relatively nore 
competitive in the international market. 
The stagnation in Indian engineering exports could be 
attributed to many reasons, both national and international. 
There has been significant drop in international prices of 
engineering goods leading to fierce competititon. A number 
of countries have stepped up their export effort thus, 
impinging directly on the Indian export markets, and 
arresting exports of Indian goods in limited market demand 
conditions. 
The other international developments adversely affecting 
exports are protectionism and increase in counter trade at 
the global level. Exports to developed countries are also 
affected due to restrictive trade practices, increasing debt 
burden of the developing countries, and counter trade in 
which India is yet to make a dent. The main reason 
attributed to our inability to compete in the international 
market is our high cost economy. 
Apart from all these inhibiting factors, an important factor 
which has affected our exports of engineering goods is the 
vast domestic market in which Indian units have very little 
competititon. The domestic market which has been expanding 
hardly possess any serious problem to the Indian industry. 
1? 
1.4 THE PRESENT SCEHARIQ 
The Indian Engineering Industry made its beginning roughly 
in the nid-nineteenth century with wagon building and 
structural activities. However, it gained Bomentum after the 
adoption of Prof. P.C. Mahalanobis's uodel of heavy capital 
goods based growth strategy in the Second Five Year Plan 
and subsequent plans. The products of engineering industry 
falls under the broad categories of capital goods and 
consuner durable goods ^^^•'. 
The Indian engineering industry is also engaged in selling 
consultancy services and technical know-how to a number of 
African and Arab states, as well as joint ventures as an 
equal partner with developed nations in several countries. 
In the post independence era, the industry has not only 
achieve significant enlargement of production capacity, but 
has also attained a high degree of technical competence, 
sophistication and product diversification. 
The public sector has played a key role in the development 
of engineering industry in India particularly in the fields 
of heavy engineering, heavy electricals, industrial 
machinery and machine tools. The giant engineering 
undertakings set up in the public sector have contributed a 
great deal to the development of core and key sectors of 
industry, which in turn facilitated the overall growth of 
/ 1 Q \ 
the economy "^ ^°^ , 
u 
India's exports of engineering goods vis-a-vis total exports 
from the country for the select years are given in Exhibit 
1.1 on the next page. 
A significant feature of India's Engineering Exports is that 
with the exception of a marginal deterioration of Rs 2 lakh 
1958-59, they always scaled new heights until 1982-83, when 
exports reached a level of Rs 1,180 crores. Infact, the 
engineering exports growth during the "sixties" and 
"seventies" was the highest. Exports fell to Rs 1,000 crore 
later in 1983-84 but again picked up, reaching Rs 1,150 
crores in 1984-85. This export stagnation was but an off-
shoot of industrial recession in developed countries. The 
position was, however, retrieved in 1987-88, when foreign 
exchange earnings of the engineering exports urged to Rs 
1,441 crore as against Rs 1,150 crore in 1986-87. 
Thereafter, the exports rose consistently and touched a 
figure of Rs 3,145 crore (incl. electronics and software) in 
1989-90. Among the non-traditional items, which constitute 
47% of the All India total exports, engineering exports 
stand out at the very top. 
The average annual growth rate of engineering exports has 
been substantially higher as compared to the all India rates 
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Exhibit 1.1 ENGINEERING EXPORTS VIS-A-VIS ALL INDIA EXPORTS 
YEAR 
1956-57 
1960-61 
1966-67 
1970-71 
1976-77 
1980-81 
1986.87 
1987-88 
1988-89 
1989-90 
ENGINEERING 
EXPORTS 
(RS CRORES) 
5.16 
10.31 
30.70 
115.20 
551.68 
874.17 
1150.00 
1448.00 
2109.00 
314500 
ALL INDIA 
EXPORTS 
(RS CRORES) 
977.23 
1011.65 
1093.78 
1535.16 
5142.25 
6710.70 
12452.36 
15741.00. 
20295.00 
27681.00 
X SHARE OF 
ENGG. EXPORTS TO 
ALL INDIA EXPORTS 
0.5 
1.0 
2.8 
7.5 
10.72 
13.0 
9.2 
9.2 
10.4 
11.4 
NOTE: Engineering Exports includes Electronics S Software. 
SOURCES: 1) DIRECTORATE GENERAL OF COMMERCIAL INTELLIGENCE 
AND STATISTICS, CALCUTTA 
2) ENGINEERING EXPORT PROMOTION COUNCIL, CALCUTTA 
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during the previous two decades. This can be shown in 
Exhibit 1.2 on the next page. 
The Engineering Export grew at a lower speed as compared to 
All India Exports during the eighties because of export 
stagnation in 1985-86. Incidentally, exports of engineering 
goods grew at a rate of 5% in 1986-87 over a negative growth 
of 4.8!l! in 1985-86. This growth has continued in the later 
years, recording an increase of 25.0% in 1987-88, 45.673! in 
1988-89 and 49.IZ in 1989-90. 
In tune with its prominence in the Indian economy 
engineering exports grew at a higher rate vis-a-vis world 
trade in engineering goods. The maximum growth registered by 
India's engineering exports during the past three decades 
has been 25.9% as against 18.1% in the case of world 
exports. 
The export growth rates of engineering goods of both India 
and the world were fairly stable during the 'sixties' and 
the seventies'. The first half of the eighties experienced 
wide fluctuations in these growth rates which resulted from 
industrial recession. With economic revival the situation 
changed considerably from 1986 onwards and this trend is 
likely to continue in future. 
Higher export growth of engineering products is mainly due 
to development of huge infrastructure and technical 
expertise for the manufacture of a number of industrial and 
ir 
Oi 
3 
0 
O 
• 
•0 
m 
O 
m 
2 
o 
m 
O 
3) 
O 
m 
z 
z 
m 
m m 
3J 
O 
m 
CO 
m 
O 
DO 
H 
CO 
n 
consumer products within the country, and favourable 
development all over the world. Some of the international 
developments, such as high labour cost and pollution 
problems in developed countries, combined with massive 
construction and development provided a great stimulus to 
India's engineering exports. Tariff concessions allowed 
under the General Scheme of Preferences by developed 
countries on their imports from developing nations have 
strengthened the comparative edge of engineering exports. 
Other factors which gave a filip to the development of 
Indian engineering exports are: devaluation of the Indian 
rupee in the mid-sixties, adoption of Policy Resolution 
conferring priority to exports, recognition of Export 
Houses, liberalisation of imports, simplification of export 
procedures and documentation, relaxation in licensing and 
investment policies, introduction of numerous benefits and 
facilities. 
1.5 METHODOLOGY OF RESEARCH 
The present study aims to know the impact of Engineering 
Goods Exports on the overall economic development of the 
country. 
1.5.1 OBJECTIVES OF THE STUDY 
An attempt has been made in this study to examine the trends 
in India's Engineering Exports since 1960; to analyse the 
IP 
role of government policy and infrastructural mechanisms in 
promotion of engineering exports; to suggest measures for 
policy formulations and implementation regarding promotion 
of engineering exports. 
1.5.2 HYPOTHESIS 
To test the hypothesis that engioneering exports has had an 
impact on the overall economic development of the country. 
To test the hypothesis that the government policies have 
helped in the promotion of engineering exports. 
1.5.3 RESEARCH DESIGN 
Research design is the plan, structure, and strategy of 
investigation conceived so as to obtain answers to research 
question '-^ U; Research designs are invented to enable the 
researchers to answer research questions as validly, 
objectively, accurately, and economically as possible. 
Infact, the research design is a conceptual structure within 
which research is conducted, it constitutes the blueprint 
for the collection and analysis of data. 
Keeping in view the nature of the reserarch which is aimed 
at knowing the impact of India's Engineering Goods Exports 
to the overall economic development of the country 
exploratory research design is selected. The main purpose of 
exploratory research studies is that of formulation a 
problem for more precise investigation or of developing the 
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working hypothesis from an operational point of view. The 
major emphasis in such studies in on the discovery of ideas 
and insights ^^^\ 
1.5.4 DATABASE AND HETHQDOI.OrTY 
The method of research followed during the course of this 
study is exploratory in nature. To know the impact of 
Engineering Goods Exports on the overall economic 
development of the country the study takes into account a 
total time period of 30 years i.e. from 1960-61 to 1989-90, 
for which continuous time series of relevant data have been 
available. 
The present study is qualitative in nature. The study is 
fully based on secondary data published by various 
government agencies as well as industry/trade associations. 
The data regarding trends, composition, countrywise exports, 
regionwise exports has been taken from the following 
sources/agencies: 
1. Department of Industrial Development, Ministry of 
Industry, Government of India. 
2. Economic Survey, Ministry of Finance, Government of 
India. 
3. Seventh Five Year Plan, Planning Commission, Government 
of India. 
4. Industrial Databook, Centre for Industrial and Economic 
Research. 
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5. Kothari's Industrial Directory of India. 
6. Centre for Monitoring Indian Economy Publications. 
7. Data Bank, The Economic Times. 
8. Statistical Handbook, Confederation of Engineering 
Industry. 
9. Newsletter, Confederation of Engineering Industry. 
10. Datasheets, Engineering Export Promotion Council. 
11. Directorate General of Commercial Intelligence and 
Statistics 
12. Articles and research studies appearing in business 
dailies like The Economic Times, Financial Express. 
The data thus collected were tabulated, analyzed and 
interpreted in consonance with the objectives of the present 
study, 
1.5.5 LIMITATIONS OF THE STUDY 
The following are the major limitations of the study: 
(1) Relies on secondary data The study relies on secondary 
data due to constraints of time and money. 
(2) Time period: The time period covered in the study is for 
30 years i.e. from 1960-61 to 1989-90 and this makes a 
difficult task in collecting the requisite data. 
(3) Cost limitation: Research has increasingly become cost-
intensive which puts constraints on the use of primary 
sources of data. 
2 
If these linitations were not there further efforts could 
have been nade for improving the research study. 
1.5.6 PLAH OF THE STUDY- The following chapter deals with 
the trends, composition and direction of engineering exports 
from India. 
Chapter third deals with the various government policies and 
infrastructural mechanism which help in boosting engineering 
exports goods. 
Chapter fourth summarises with the basic analysis, 
conclusions and suggestions. 
o 
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CHAPTER TWO 
TRENDS IN INDIA'S ENGINEERING EXPORTS 
In India, industrialisation is an integral part of the 
process for development. Within the industrial sector, the 
Engineering Industry, plays a crucial role in the economic 
development of the country. It meets the increased needs for 
the agricultural, capital goods, construction, 
infrastructure - transport, mining and power sectors and 
consumer goods sector of the economy besides catering to the 
defence and nuclear requirements. 
Engineering exports from India gained momentum during the 
period under consideration, i.e. 1960-90. During 1960-61 
engineering exports were more than 10 crores. Since then 
engineering exports grew consistently to Rs 26.5 crores in 
1964-65 before they made a sudden leap to Rs 29.8 crores in 
1965-66 and further to Rs 41.5 crores at the end of 1967-68. 
Though during this period high values of engineering exports 
were achieved, the percentage share of engineering exports 
in the overall exports of India did not rise, instead it 
declined to 3.5 per cent at the end of the period. 
The values of engineering exports rose consistently from Rs 
4.15 crores in 1967-68 to Rs 115.2 crores in 1970-71 and 
further to Rs 193.5 crores in 1973-74. This can be shown 
from Exhibit 2.1 on the next page. 
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EXHIBIT 2. 1 TRENDS IN ENGINEEHING EXPORTS 
Year 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
Engineering 
Exports 
(Rs. crores) 
5.05 
10.55 
12.31 
14.84 
21.13 
26.47 
29.80 
31. 14 
41.48 
64.97 
106.37 
115.20 
125.27 
141.07 
193.47 
348.10 
408.21 
551.16 
623.95 
716.93 
737.00 
900.00 
1043.00 
1250.00 
1170.00 
1150.00 
1000.00 
1150.00 
1448.00 
2109.00 
3145.00 
%age change 
over the 
previous 
year 
29.49 
108.91 
16.68 
20.55 
42.39 
25.27 
12.47 
4.60 
33.20 
56.63 
63.72 
8.30 
8.74 
12.61 
37.14 
m.AA 
16.93 
35.02 
13.21 
14.90 
2.80 
22. 12 
15.89 
19.85 
-13.79 
15.00 
-4.78 
5.03 
25.91 
45 65 
49. 13 
% share of 
engg. exports 
in all India 
exports 
0.80 
1.60 
1.81 
2.08 
2.66 
3.24 
3.70 
2.85 
3.46 
4.58 
7.53 
7.50 
7.79 
7. 12 
7.67 
10.49 
10.10 
10.72 
11.54 
12.52 
11.47 
13.41 
13.36 
14.03 
11.85 
9.95 
9.18 
9. 15 
9.20 
10.40 
11.40 
SOURCE- Compiled from Datasheets of EEPC, Calcutta 
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A windfall for India's engineering exports occurred when the 
figure reached to Rs 349.1 crores in 1974-75 fron Rs 193.5 
crores in the previous year. The 1976-77 was narked by an 
increase in India's exports to almost all regions of the 
world. 
This positive trend continued further and at the end of the 
period i.e. 1977-78, India's engineering exports reached 
their highest value at Rs 624 crores. 
Exports in 1978-79 rose by 14.9 percent and 22.1 percent in 
1980-81 when compared to previous years respectively. The 
absolute value of engineering exports grew upto 1982-83 when 
the figure reached Rs 1,250 crores. The euphoria in India's 
engineering exports continued in the first half of the 
period. However, since 1983-84, the exports of engineering 
goods stagnated at Rs 1000 to Rs 1100 crores. 
The reasons for the stagnation in the exports of engineering 
goods are mainly, shortage of power and critical basic 
imports such as steel, aluminium etc. congestion at ports, 
shipping difficulties, inadequate production and due to the 
changed external situation over the years. For instance, 
with the massive technological changes which have taken 
place in the developed market economies many of the 
advantages accuring to India on account of inexpensive 
labour have become redundant. Secondly, Taiwan and South 
Korea, which were only marginal exporters of industrial 
items during the 'sixties' and 'seventies' now confront with 
3P 
stiff competition in some of the overseas markets. Fourthly, 
with fundamental changes in most of product mechanisms, 
manufacturing processes and emergence of raw material 
substitutes, there is a growing reduction in the purchase of 
numerous traditional components required in a variety of end 
users. Fifthly, as a result of various bilateral and 
multilateral trade negotiations although the rate of custom 
duties for a number of industrial products have been reduced 
over the years, a variety of non-tariff barriers have 
emerged, restricting export of manufactured products 
emanating from developing countries. Sixthly, construction 
activity in the Gulf which brought great fortune to Indian 
exports for all sorts of engineering goods in the make of 
the oil crisis, have come to a halt. Seventhly, African 
countries have courtailed their purchases of engineering 
goods owing to their foreign exchange problems and foreign 
debt payments. Lastly, India's exports of engineering goods 
are passing through a transistional stage. 
In the first half of eighties, the annual growth in the 
engineering exports was barely 5 percent in the face of 
stiff competition from Taiwan, South Korea and other 
emerging nations. The percentage share held by India's 
engineering exports in the overall exports reached maximum 
at 14.03 percent in 1982-83 and started fall in the 
subsequent years. (Ref. Exhibit 2.1). 
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In 1987-88 the rate of engineering goods exports accelerated 
to 24.5 percent fron 15 percent in 1986-87, the actual value 
of exports at Rs 1432 crores. Although in 1987-88, the 
industry increased its exports by nearly 24.5 percent, its 
share in overall exports went upto 9.1 percent, which was 
its lowest ever share in the eighties. In 1989-90, the 
figure touched a mark of Rs 3145 crores. 
The reason for this low performance can be attributed to the 
steep increase in the cost of domestic inputs in recent 
years which have eroded the price competitiveness enjoyed by 
the engineering exports. 
2.1 COMPOSITION OF IHDIA'S ENGIHEERIHG EXPORTS 
The engineering industry is equipped to offer a wide range 
of engineering goods and services requiring sophisticated 
technology. In the early sixties, the engineering exports of 
India consisted mainly of metal manufacturers like steel 
pipes, steel wires and other products. However, the export 
pattern witnessed a radical shift overtime since 1966-67. 
There has been a considerable increase in the exports of 
non-traditional items within the category of engineering 
exports. 
Major exportable of Indian engineering industry included; 
automobiles and parts, diesel engines and parts, industrial 
machinery, bicycles and parts, electric wires and cables, 
handtools and cutting tools,iron and steel castings, 
3? 
electric power machinery, steel structurals and electronics 
and software. The export performance of these commodities 
during 1986-87 was Rs 567.75 orores with 49.37 percent 
whereas the total percentage share held by these commodities 
during 1975-76 was 40.4 percent. 
Exhibit 2.2 reveals the export performance of about 
seventeen major engineering items from 1970-71 to 1989-90. 
It is heartening to note about the consistent performance of 
electronic goods from Rs. 5.2 crores, in 1971-72 to 13.5 
crores in 1975-76, Rs 43.2 crores in 1981-82, and further to 
Rs 117 crores in 1984-85 before they declined to Rs 115 
crores in 1986-87. However, the export performance of 
electronic goods picked upto a laudable extent and reached a 
record figure of around 900 crores at the end of 1989-90. 
Electronic goods commanded the highest percentage of 14 of 
all the major engineering items in India's total engineering 
exports. 
In case of complete vehicles the recent export performance 
particularly from 1983-84 onwards had been discouraging as 
the export earnings of this item fell to around 47 crores on 
an average during 1984-85 to 1987-88 from that of 66 crores 
during the preceeding four year period i.e. 1979-80 to 1982-
83. However, export performance of this item had been 
continuously increasing since 1988-89 and reaching a figure 
of around 200 crores in 1989-90. 
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Similar trends as witnessed in the case of complete vehicles 
can also be noticed in the case of exports of diesel engines 
and parts. Export earnings of the items though increased 
continuously throughout the seventies, fell in the 
subsequent period of eighties reaching a figure of Rs 
190.00 crores ultimately in 1989-90. 
The export performance of bicycles and parts had been 
fluctuating. The highest export figure of Rs 125 crores 
achieved only recently during 1989-90 which constituted 5.3% 
in the total engineering exports for the same year. 
Sanitary castings on an average accounted for Rs 30 crores 
during the past decade constituting around 3% of the total 
engineering exports. The pace of growth of exports of this 
item appears stagnated at the average figure value. Exports 
of autoparts which grew consistently from Rs 7.25 crores in 
1970-77 to Rs 53.3 crores in 1982-83 had fallen to less 
values in the subsequent period of eighties. 
Similarly hand, small cutting tools exports showed the trend 
of increase to Rs 50.9 crores in 1980-81 from Rs 4.4 crores 
in 1970-71, however, export value of this item had fallen to 
as Rs 34 crores in 1985-86, before they picked upto 104 
crores in 1989-90. 
The export performance of electric power machinery grew at 
rapid rate between 1977-78 and 1979-80. Though fallen in 
value in the subsequent eighties, the exports of this item 
3^ 
reached the same level of Rs 34 crores in 1987-88 as 
achieved in 1979-80. In 1989-90, the exports grew to Rs 48 
crores. 
The items of steel structures fabricated maintained an 
average export level of Rs 24.1 crores during the last ten 
years, after a rigorous export drive by Government for this 
item. 
The trends in the exports of wires and cables showed a 
positive picture only in 1980 and afterwards, after the slow 
pace of growth in the preceeding period i.e. from 1970-71 to 
1979-80. The value of export of this item at Rs 88 crores 
during 1989-90 was the highest of all preceeding years 
performance. 
Machine tool exports overall maintained a growing trend 
throughout severities and eighties, barring a few years. They 
reached the highest figure of Rs 74.75 crores with 3.2 
percent in total engineering exports. 
A similar trend can also be witnessed in the case of storage 
battaries whose exports increased from Rs 5.6 crores in 
1975-76 to Rs 20.5 crores in 1981-82 and further to Rs 86 
crores in 1989-90. 
An erratic growth in exports of transmission line towers 
during seventies and the eighties so far can be noticed from 
exhibit 2.2. The percentage share held by this item in the 
3R 
total engineering exports which was 3.5X in 1972-73 fell to 
2.3X in 1982-83 and 0.8% in 1989-90. 
Though insignificant, a penetration into world narket by 
Indian boilers including pressure vessels and heat 
exchangers has been made. Exhibit 2.2 shows the fetching 
foreign exchange by this iteu was Rs 20 crores in 1978-79, 
the highest ever figure. However, it declined to Rs 19 
crores at the end of 1989-90. 
The export performance of steel pipes and tubes had been 
uneven comprising ups and downs. Respectable amounts were 
atleast realised until 1981-82 at an average value of 39.7% 
over the eight year period between 1974-75 and 1981-82. The 
steep decline started from 1982-83 in the exports of this 
item when the average value came down to only Rs 17.6 crores 
between 1982-83 and 1987-88 but it again picked up to Rs 75 
crores during 1989-90. 
Software and management technical services have off late 
contributed to the enginerering exports from our country. A 
very consistent trend in the earnings fetched by these items 
is of a discernable fact from exhibit 2.2. Earnings from 
software exports constituted 4.4 percent in the total 
engineering exports at the end of 1987-88. The exports of 
management and technical services fetched a rising return to 
the extend of Rs 85 crores in 1984-85, however, it declined 
3n 
to 50 crores in 1987-88 but picked up its monentuu again in 
1989-90 reaching a figure of Rs 135 crores. 
The seventeen itens as depicted in exhibit 2.2 held together 
percent in the total export earnings generated by the Indian 
engineering industry at the end of 1989-90. 
2.1 SECTORAL CQMPQSITIQH 
The three decades that have undergone witnessed sea change 
both in composition and dimension of India's engineering 
exports. For expository convenience, the engineering exports 
were earlier divided into four commodity groups: (1) Capital 
goods, (2) Primarily steel and Pig Iron based items, (3) Non 
ferrous products, and (4) Consumer durables. But during the 
mid-eighties, two major commodity groups were also taken 
into account namely management and Technical Services and 
Electronics and Software. 
The commodity grouping is done by taking into account the 
nature of the commodity and value added per unit of raw 
material used in the production of all commodities. The 
value added per unit of raw material in the production of 
capital goods and consumer durables will be more than in the 
production of primarily steel and pig iron based items and 
non-ferrous metals. Within this broad commodity 
classification, any shift from primarily steel and pig iron 
based items and non-ferrous metal products to capital goods 
and consumer durables is Indicative of commodity 
4n 
diversification. It also represents a shift fron itens with 
low value added and high raw naterial content to connodities 
with high value added and low raw naterial content. Exhibit 
2.3 shows the commodity wise expdort of engineering goods 
since 1960 see on the next page. 
To examine the growth in the engineering product exports and 
the relative importance of different commodity groups and 
attempt is made to compute annual average growth rates for 
the total engineering exports. These growth rates are 
calculated for the 30 years period and also for some sub-
periods with a view to analyse the impact of industrial 
recession, devaluation and other policy changes in the 
economy on the export of engineering goods. The estimated 
growth rates are indicated in Exhibit 2.4 see on the next 
page . 
It is seen from exhibit 2.4 that throughout the period under 
study and during the sub-periods, capital goods and consumer 
durables registered hdigher growth rates than those for the 
total engineering products, primadily steel and pig iron 
based items. During the period of 1960-70, Non-ferrous 
products registered a negative growth rate. 
2.2 DIRECTION QF IMDIA'S EHGIHEERIHG EXPORTS 
Alongwith the changes in commodity composition engineering 
exports have also witnessed a definite shift in their 
4 
EXHIBIT COMMODlTi' WJr'.K •'i-jflf^^SITION OF El^ CUNEERING QIOLG BETWn'EN 
1960 - 81 AN!; 1989 - 90 ( Rs a ^ R E S ) 
YEAR 
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direction. With the diversification and the product range, 
the directional pattern of our exports has also been 
diversified to a considerable extend in recent years. Apart 
fron the actual increase in physical exports, the 
diversification which has taken place in the range of 
products exported and countries covered is also of 
significance. The country is now exporting a host of heavy 
and complicated products involving a high degree of 
technical skill and workmanship. In the export market, 
Indian manufacturers are competing with advanced countries 
who have years of experience. 
Exports of engineering goods have been made, not only to the 
industrially under-developed countries in Asia and Africa, 
but also to highly industrialised countries such as U.S.A., 
Japan, U.K., France, East and West Germany, Holland, Sweden, 
Hungary, Yugoslavia, Czechoslovakia and U.S.S.R. Infact, the 
intake of these countries in 1971-72 worked out to 20.4% of 
the country's total exports of engineering goods. The well 
known economic principle of comparative advantage, has led 
to many of these countries to restrict their manufacturing 
activities to the highly specialised items requiring 
advanced technology, and depend for their supplies of less 
sophisticated items, on the developing countries where 
facilities of cheap labour exist. 
South East Asia and Africa continue to dominate the export 
market. The share of developed countries has been steadily 
increasing. The U.S.A., Srilanka, Saudi Aragia, Libya, U.K., 
U.S.S.R., Kuwait, Iran top the export market. The dominance 
of Saudi Arabia, Libya, Kuwait, Iran indicate the success of 
the Indian Engineering Industries in entering the priced 
market - the oil rich countries of West Asia, the burgeoning 
economics of South Asia and even the technology demanding 
countries of the world market. 
Regionwise statistics indicated in exhibit 2.5 show that 
37.9% of engineering exports is directed to the continent of 
Europe followed by Asia 29.2%, America 11.5%, Africa 11.3%, 
Australia 1.6% and Oceanic Islands 0.1%. The trend in 
direction of engineering exports to the various regions 
reveals massive changes in recent years over 1980-81. It is 
evident from exhibit 2.5 that among all the regions Europe 
is the largest taker of Indian Engineering products. It is 
also evident that there has been consistent increase with 
marginal fluctuations in the growth of engineering exports 
to the Europe continent. 
2.2.1 ENGIHEERIHfl EXPORTS TO ASIA 
Asia comprising South East and West Asia was the second 
largest buyer of India's engineering products. The 
respective share held by South-East and West Asia in India's 
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engineering exports to Asia were almost equal weighing each 
other throughout the period 1969-61 to 1989-90. 
The share of South-East and West Asia which was 69% in 1960-
61 feel to 49% in 1966-67 and further down to 45X in 1969-
70. Thus, the major portion of India's exports until recent 
years went to the neighbouring countries. Since 1970-71 
share of Asia had almost been falling consistently from 
44. IZ to 36.6Z in 1982-83 and further to 29.2% in 1986-87. 
The total exports of engineering goods to Asia which 
totalled just Rs 51 crores in 1970-71 rose to Rs 466 crores 
in 1981-82. During this period the increase was much more 
rapid between 1970-71 and 1975-76 when engineering exports 
to the Asian countries shot up by 352 percent. Subsequently 
the growth rate slowed down, especially from 1978-79 onwards 
and the total increase between 1975-76 and 1981-82 was only 
10.8 percent. 
Because of the larger decline in the export of engineering 
goods to Asian countries compared to the exports to the 
countries in other regions, the share of Asia in India's 
total engineering exports which had touched the peak level 
of 58% in 1974-75, first declined slowly till 1980-81. But 
the pace of decline gathered force in the subsequent years 
and Asia s share in India's engineering exports was 
approximately 700 crores at the end of 1989-90. 
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Another factor which made a major contribution during 
sixties and the seventies in pushing up India's exports to 
the Asian countries was the capability of the Indian 
Industrialist to set up a large number of joint ventures in 
the countries of the region. Among these the more important 
countries were Malaysia, Indonesia, Singapore, Thailand, 
Srilanka, Iran and Iraq. Since machinery for most of these 
projects set up by industrialists were exported from India, 
engineering exports were encouraged. 
2.2.2 ENGIHEERIHG EXPORTS TO AFRICAN COUNTRIES 
Bright prospects exist for India's engineering exports which 
include textile machineries, diesel engines, commercial 
vehicles, pumping sets etc. in various African countries. 
The share of African countries over a period of time, has 
come down substantially because of the external payment 
problems of large number of countries and the decline in oil 
prices during seventies. 
The export to Africa had risen to 285! in 1969-70 as against 
25% in 1960-61. Though the percentage share of Africa in the 
total off take of engineering items from India declined 
overall since 1970-71, the total value of exports to Africa 
had been consistently increasing until 1981-82 i.e. Rs 35 
crores in 1970-71 to Rs 192 crores in 1981-82. However, the 
value of intake of engineering items from India and African 
coudntries had been continuously declining since 1982-83 
i.e. Rs 185 crores to Rs 130 crores at the end of 1986-87 
but it gained momentun towards the end of 1989-90 by 
reaching a figure of Rs 287 crores. 
2.2.3 ENGINEERING EXPORTS TO EUROPE 
Some of the EEC countries, viz. West Germany, U.K., France, 
Italy, Belgium, together imported India's engineering items 
worth Rs 7.75 crores in 1970-71 which rose to Rs 72 crores 
in 1988-87. 
India's engineering exports to U.K. continuously rose during 
seventies. It increased by 8.3 times during 1979-80 when 
compared to that of 1970-71. A substantial sea-change in the 
export climate is envisioned by the concrete changes at 
manufacturing and R&D levels on the one hand and a new 
revitalised orientation on the part of exporters on the 
other hand. 
The exports to European countries had risen by almost seven 
times from 1960-61 to 1964-65. With exports reaching a 
figure of Rs 127.25 crores during the period of 1979-80. The 
exports of engineering goods did rise during the decade 
1980-90 but at a slower pace with the figure touching almost 
Rs 950 crores by the end of 1989-90. 
One of the serious impediments to a successful export 
marketing effort in the European market hitherto has been 
the unsatisfactory delivery schedules of Indian 
manufacturers. EEPC currently engaged in carrying out 
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surveys for specific products - autoparts, wire and wire 
products, diesel engines and parts, pumps, compressors and 
parts, and industrial fastners. 
A significant development has been that EEC offers Indian 
firms opportunities in sub-contracting provided they meet 
quality standards and delivery schedules. There is great 
potential for Indian companies to work with European 
companies as sub-contractors, especially in auto ancillaries 
and computer peripherals. 
2.2.4 ENGINEERING EXPORTS TO AMERICA IHCLUDI»G CARIBBEAN 
India's engineering exports to this region though 
constituted a small proportion had been overall increasing 
both in terms of value as well as percentage share. For 
instance the value of engineering exports increased from Rs 
0.36 crores to almost Rs 325 crores by the end of 1989-90. 
2.2.5 ENGINEERING EXPORTS TO AUSTRALIA AND OCEANIC ISLANDS 
Australia and Oceanic Islands held together Rs 0.85 crores 
in 1960-61 and reached the ever highest of Rs 27 crores 
during 1984-85 till it touched a figure of around Rs 42 
crores by the end of 1989-90. 
2.3 SOME CONCLUSIONS 
Engineering industry is reckoned as one of the most dynamic 
sectors of the Indian economy. With its high growth profile 
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over the years, the Indian engineering industry holds a pre-
eminent position in the industrial sector. Over the years, 
the engineering industry has developed enornous expertise, 
which is duly reflected in the establishment of a huge 
infrastructure for production of both heavy and high 
engineering products, import substitution, technology 
upgradation, export expansion and supply of knowhow and 
project execution both within and outside the country. 
Over the years, there has been a substantial growth in the 
export of capital goods and consumer durables which is 
compatiable with structural changes and increased thrust for 
technological upgradation discernible in the Indian 
engineering industry. Similarly, a considerable shift is 
also witnessed in the directional pattern of export from 
Asia and Africa to the countries of Western Europe, 
including North America. Besides, India has executed a 
number of projects and consultancy assignments in both Gulf 
and South East Asian countries. This achievement is mainly 
attributed to the development of expertise for manufacture 
of a wide range of heavy and light engineering products 
within the country. 
For instance, with the massive technological changes which 
have taken place in the developed market economies, many of 
the advantages accuring to India on account of inexpensive 
labour have become redundant, 
CHAPTER THREE 
flOVERNMEHT PQLICTKS AND IHFRASTRUCTURAI. HECHNASIM FOR EXPORT?^ 
Engineering Industry is reckoned as one of the most dynamic 
sectors of the Indian economy. It employs over 25 lakh 
people and accounts for nearly one-third each of the 
productive capital, value added output in the organised 
sector. Nearly 70% of the foreign technical collaborations 
entered into by Indian manufacturing units originating from 
the engineering sectors. 
Over the years, there has been considerable growth in the 
export of capital goods and consumer durable which is 
compatiable with structural changes and increased thrust for 
technological upgradation discernible in the Indian 
Engineering Industry. Similarly, there has been a shift in 
the directional pattern of export from Asia and Africa to 
the countries of Western Europe, including North America. 
Besides, India has executed a number of projects and 
consultancy assignments in both the Gulf and South East 
Asian countries. This achievement is mainly attributed to 
the development of huge infrastructure and expertise for 
manufacture of a wide range of heavy and light engineering 
products within the industry ^^. 
3.1 STRUCTURAL CHANGES IN ECONOMY AND EXPORTS 
Higher export growth of engineering products is mainly due 
to development of huge infrastructure and technical and 
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consumer products within the country, and favourable 
development abroad. Infact, some of the international 
developments such as high labour cost and pollution problems 
in developed countries, combined with massive construction 
and development, provided a great stimulus to India's 
engineering exports. Tariff concessions allowed under the 
generalised scheme of preference by developed countries on 
their import from developing nations have strengthened the 
competitive edge of our engineering exports. Other factors 
which gave a filip to the development of Indian engineering 
exports are: Devaluation of the Indian rupee in the mid-
sixties, adoption of Export Policy Resolution, conferring 
priority to exports, recognition of Export Houses, 
liberalisation of imports, simplification of export 
procedures and documentation, relaxation in licensing and 
investment policies and introduction of numerous export 
benefits and facilities ^ . 
Operating within the overall socio-economic objectives and 
national priorities of growth and development, the 
Government of India have taken a series of policy 
initiatives, which are aimed at making the Indian 
Engineering Industry responsive to the maturing Industrial 
structure and changing requirements of the economy. The core 
objectives of this process is to make engineering sector 
competitive, productive and cost-efficient. Some of these 
5,-^  
initiatives broadly cover liberalisation of industrial 
policy, export-import policy, foreign collaboration, 
development of SSI units and product specific provisions. 
3.1.1 TNDIISTRTAT. POLICY 
Various policy measures announced by the Government from 
time to time have had a visible impact on the export of 
engineering goods. Some of the major policies in this regard 
have been as follows: 
BROAD BANDING: The main objective of the policy of broad 
banding is to facilitate optimum utilisation of capacity by 
providing flexibility to manufacturers for adjusting their 
product - mix dto the changing market requirements. This 
scheme helps achieve economies of scale by encouraging or 
big volume of production. This scheme was first introduced 
in 1984 in the machine tools industry. Later in 1985, it was 
extended to the automobile industry and thereafter to many 
other segments of manufacturing sector. 
Various engineering products included under the scheme are: 
machine tools, motorized two-wheelers, steel pipes and 
tubes, metallurgical machinery, earth-moving equipment, 
agricultural machinery, auto-ancillaries, instruments for 
automobiles diesel engines, marine frieght containers, 
aerial ropeways, railway wagons and coaches, vaccum and air-
brakes, steel fabricated structures, off-shore platforms, 
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cranes, typewriters, electrical equipment, material handling 
equipment, electric wires and cables, ball bearings, 
textiles machinery, and electric fans, domestic 
refrigerators, deep freezers, washing machines etc. 
According to the new industrial policy of 1991, the existing 
units will not require any clearance from the government for 
production and sale of any new item, if no extra investment 
is required. 
3.1.2 CAPACITY ENDORSEMENT 
A scheme for endorsement of capacity with regard to minimum 
scheme of operation was introduced in 1986-87 and extended/ 
revised in 1989-90. Its basic purpose is to prevent 
fragmentation of capacity at uneconomic levels and thus to 
improve the cost effectiveness in the long run. Under this 
scheme, the existing units are automatically allowed to 
expand their capacities upto the minimum prescribed levels 
and the new units are sanctioned only for minimum capacity 
levels. Major items included in this scheme are: Electronic 
products and components, cold and hot rolled strips, 
commercial vehicles, passenger cars, tractors, two-wheelers. 
bicycles, electric fans, steel pipes and tubes and aluminium 
products etc. 
3.1.3 DELTCENSING OF UNITS 
According to the industrial policy of 1985 all units upto an 
investment of Rs 25 crore in fixed assets in non-backward 
55 
areas and Rs 75 crore in centrally notified backward areas 
were exenpted from the requirement of obtaining a licence/ 
registration. With this exemption, the policy has freed 
nearly two -thirds of the industrial involvement for 
avoidable delays and paved the way for speedier clearance of 
higher project. 
3.1.4 LTCRWSTNfl OF STEEL 
A new policy was announced in February 1988 for production 
of steel. It seeks to provide expansion in the existing 
steel making capacity upto 150% subject to a maximum of 
2,50,000 townes through modernisation and replacement of 
equipment. Licensing of fresh capacity in the steel industry 
for manufacture of cold rolled steips/sheets has also been 
liberalised. It has also been decided to create additional 
capacity for ferro-nickel and ferro- silicon. 
The government has further liberalised the steel policy by 
allowing the private sector units to set-up steel making 
facilities upto one million per town per annum based on 
electric arc furnaced and small blast furnaces. This 
decision is expected to achieve higher production increase 
energy conservation and use modern technology ^ •'. 
3.1.5 PREVENTION OF SICKNESS 
In addition to strengthening of the existing monitoring 
arrangements for timely corrective action to prevent 
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industrial sickness the government has recently set up the 
Board for Industrial and Finance Reconstruction (BIFR). 
Under the Sick Industrial Companies (Special Provisions) Act 
of 1985 to deal exclusively with units suffering from 
unviability. 
With a view to reviving sick units in the small scale sector 
the Margin Honey Scheme has been liberalised to create a 
fund called the National Equity Fund. In this context, the 
RBI has also given to commercial banks guidelines for giving 
necessary concessions to the sick units. 
3.1.6 LQCATIQNAL POLICY 
This policy would not apply to small-scale industrial units. 
It would be applicable when a unit is to be located 
in/around metropolitan cities with population of above 4 
million. It would be upto the State governments to regulate 
industrial locations, keeping in view the local conditions 
and requirements and their respective spatial development 
plans. 
3.1.7 GROWTH CENTRES 
On June 3, 1988, The Government of India took a decision to 
set up 100 growth centres all over the country during the 
next quinquennium. These growth centres, which are supported 
to act as magnets for attracting industries to the backward 
areas will have comprehensive infrastructural facilities, 
particularly in terms of power, water, telecommunication and 
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banking. With a view to developing infrastructural 
facilities in these centres, the Government is thinking to 
involving the private sector as well. 
3.1.8 DISTRICT TNDUSTRIE?^ CENTRES 
This programme was initiated on 1 Hay 1978. This is a 
centrally sponsored scheme. Its main objective is to develop 
and promote small, tiny, cottage units and generate greater 
employment opportunities especially in the rural and 
backward areas. At present, 422 DICs are providing 
assistance to the small scale industries in 431 districts in 
the country "^  '' . 
3.1.9 EXPORT IMPORT POLICY 
The exim policy which had been announced annually before 
1985, is now valid for a three year term. This has imparted 
stability and continuity to our foreign trade regime ^ \ 
The broad objective of this initiative is to regulate 
imports and exports in a manner, that would meet the 
essential needs of the economy. 
Special emphasis i.e., thus placed on sustaining the 
momentum for modernisation and technological upgradation in 
the industrial sector, promoting efficient import 
substitution and improving the quality of incentives and 
facilities for exports along with their administration. Exim 
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policy is an opportunity for an indepth examination of the 
existing policy provisions and for simplifying the related 
procedures. 
3.1.10 FLEXIBILITY TN IMPORTS 
The Exin policy has further improved and streamlined the 
export oriented approach so as to enable the economy to move 
at a faster pace. Adopting a "total" approach to export 
activity as a whole, the Import Policy has made even 
"indirect exports" eligible for licensing facilsities 
available under the policy for "Registered Exporters" ^ •'. 
3.1.11 OPEN GENERAL LICENSE LIST 
With a view to ensuring easy availability of essential 
inputs of raw-materials, components, consumables and spares 
etc. and thereby facilitating smooth expansion of the 
industrial sector's list of items under OGL has been 
substantially enlarged ^ .^ As a result of this initiative, 
the actual user (Industrial) units are now able to meet a 
substantial part of their requirements of raw materials etc. 
on OGL basis. In order to facilitate proper monitoring of 
imports under OGL, the system of registration of import 
contrasts with appropriach authorities has also been 
introduced. 
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3.2 ROLE OF GQVERNHRNT Pni.TCTRS AND ENGINEERING EXPORTS 
Schemes pertaining to the financing aspects of the 
engineerig sector have had a profound effect on the 
engineering exports. Although not all such schenes were well 
received by industry circles, nevertheless they did inpinge 
on the performance of engineering industry. 
3.2.1 rWTRRWATrONAL PRICE REIMBORSEMENT SCHEME 
The Scheme of IPRS was introduced in 1981. Its main purpose 
is to reimburse to exporters the difference between domestic 
and international prices of specific raw materials after the 
shipment has been made. With a view to streamlining its 
functioning and ensuring optimum use of funds, recently 
significant modifications have been made in this scheme. For 
items manufactured from alloy steel, non-alloy steel and 
high carbon wire rod, a minimum value addition of 33% on the 
value of steel content at international prices has been 
prescribed. 
In respect of items consuming mild steel, pig-iron, cast 
iron, and steel melting scrap, the minimum value addition is 
25%. For exports made out of a combination of iron and 
steel, of the above two categories, value addition is 33 
percent. These modifications are largely aimed at 
encouraging high value added exports. 
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3.2.2 DUTY EXEMPTION SCHEME 
This facility is available to Registered Exporters. Its 
objective is to provide the necessary inputs for export 
production at international prices with payment of Custom 
duty. Various categories of licenses covered under it 
include a) Advance licences, b) Blanket advance licences, 
c) Advance intermediate licences, d) Special imprest 
licences, e) Bulk advance licences, f) Advance customs 
clearance permits. The basis and conditions for issue of 
these licences vary and cannot be mixed up with one another. 
To facilitate working of the Duty Exemption Scheme, input 
output norms are available for almost 53 engineering 
products. 
3.2.3 CQNCKSSIQNAT. CUSTOMS DUTY 
With a view to reducing the incidence of high capital cost 
on export prices and thereby making exports competitive. The 
import policy for 1992-93 contains a provision for import of 
capital goods at concessional rates of custom duty)8). Under 
this scheme, import of capital goods upto a maximum C.I.F 
value of Rs 10 crores has been permited at a concessional 
duty rate of 25% of C.I.F. value of the capital goods 
imported. 
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3.2.4 NATIONAL EQUITY FUND 
This fund was created in 1987-88. Under this schene, 
assistance is provided as seed capital in the forn of soft 
loan to small and tiny industries. New units and potentially 
viable sick units in the small scale sector, eligible for 
assistance under the refinance scheme of IDBI, also get 
support from this fund. 
In May 1988, the IDBI introduced a "single Window Scheme" to 
finance the fixed assets and working capital requirements of 
tiny and SSI units. In 1989-90, it was decided that the 
projects covered under the "Single Window Scheme" could take 
advantage of the assistance under this fund, if such 
projects satisfied the eligibility criteria under both the 
Schemes ^ -^  . 
3.2.5 EXPORT/TRADING HOUSES 
Under the new Import Policy/Export/Trading Houses are 
accorded recognition on the basis of net foreign exchange 
earnings and not FOB value, as was the case earlier. Further 
a facility of transferability of additional licences has 
been provided to these organisations. The Import Policy 
however continues to lay emphasis on the role of these 
agencies as highly specialised and dynamic institutions for 
export expansion. 
62 
3.2.6 EXPORT PRQCKSSTNG ZONES 
Besides Randla Free Trade Zone and Santacruz Export 
Processing Zone, the Government of India has set up four 
additional EPZs, one each in Madras, Cochin, Falta and 
Noida. Another such EPZ is being established at 
Visakapatnam. The basic objective of these schemes is to 
make the products internationally competitive by providing 
duty free inputs to the manufacturing units. In order to 
make them cost effective, the import policy allows them duty 
free import of capital goods, components, raw materials, 
spares, consumables etc. 
3.2.7 EXPORT PRQHOLTIQN POLICY 
The export promotion policy during third plan (1961-66) had 
several important aspects. Basically, it consisted of a 
number of direct and indirect tax concessions. There were 
duty drawbacks of import duties, refunds and rebates of 
excise duties and exemption from central sales taxes. There 
were also open cash subsidies and freight concessions '^ '^-'^. 
The liberalisation policy proved to be beneficial to the 
export performance of the economy, in particular to the new 
manufacturers. However, the effects were not very 
significant but: 
a) the net devaluation was much less than the gross 
devaluation. 
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b) net devaluation was not very significant in respect of 
traditional exports. 
c) devaluation was aimed nore at rationalising and renoving 
the inefficient and uneconomic way of subsidising 
exports ' ^ . 
The objective of export strategy adopted by Government is 
first to secure a rapid rise in exports without affecting 
domestic availability and secondly to ensure that the growth 
in export production leads to increased employment 
opportunities through a greater participation by the small 
scale sector in export trade. Accordingly, the strategy is 
to promote those exports in which India has a long term 
comparative advantage, which have potentiality for sustained 
growth and which represent an efficient use of the resources 
at the highest possible level. 
The prospects of India's exports lies greatly on the 
developing field of exports of engineering goods. Exports of 
engineering goods have shown a substantial rise in recent 
years and within the period of five years between 1971-72 
and 1976-77 it rose four fold from Rs 125 crores to Rs 522 
crores. The uptrend continued and exports at 1977-78 stood 
at Rs 625 crores. Exports of Engineering Goods to West Asia 
represent 34.6%, South East Asia 21%, Africa 14% and West 
Europe 13% of total engineering exports. India's exports to 
industrially advanced countries of the West Europe 13% of 
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total engineering exports. India's exports to industrially 
advanced countries of the west are naking an upward trend. 
In the revised policy Measures enunciated by the governnent, 
due importance is given to the encouragement of export of 
engineering goods to enable it to achieve an export target 
of Rs 1000 crores by 1980-81. The structure of exports of 
engineering goods has changed considerably. From the 
predominance of low value added steel based items India has 
advanced very far towards high-value added items such as 
capital goods, turnkey projects and transport equipment '^-^^ 
3.3 ROLE OF TNFRASTRUCTURAI. HECHAHISH AND ENGINFERTNr. 
EXEQfilS. 
If international markets are becoming increasingly 
competitive and larger and larger resources are required to 
operate in the export arena, it follows that there is need 
to upgrade and modernise the technology of the engineering 
sector. The manufacturing techniques no longer rely on mass 
based production as these lead to declining quality of 
products that become uncompetitive in the global market. 
Specially, since the last two decades, there has been a 
paradign shift in manufacturing techniques - the will is now 
towards need-based production. In view of these developments 
the world over, Indian engineering industry could have 
hardly ignored its usage for modernisation. Government 
policies, especially during the eighties, have given a 
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fillip to the upgradation and modernisation of technology. 
Some of the major policies in this regard are enumerated 
below: 
3.3.1 TECHNOLOGY IJPGRADATIQN 
In today's market, technology upgradation of Industrie.? 
holds a key position as a number of Indian exporters 
continue to remain at a disadvantage in intgernational 
markets vis-a-vis their counterparts in terms of product 
design, finish, specific features, performance and raw 
material substitutes. For technology upgradation of 
industry, a number of provision exist in both the industrial 
and import policies of India ^ ' . 
To look after the foreign exchange requirements of existing 
units for import of small quantity which have a strong 
impact of quality and quantity of output, the Ministry of 
Industry has created a Technical Development Fund (TDF) 
since 1976. Its basic objective is to promote technological 
upgradation and modernisation. After a review it was further 
liberalised with effect from April 1, 1988 and made thereby 
more flexible and resulted oriented. The maximum limit for 
import under this scheme has been raised from the previous 
•jne "jf Ks 2 crore to R.^:; 3 orore per unit per financial year 
6n 
3.3.2 IHSTITUTrONAf. HKLP 
To help the development and upgradation of technological 
skills of SSI unit, the Government of India has established 
a number of institutions under both the central assistance 
and UN aid. The main agency involved in this work is Small 
Industries Development ORGANISATION (SIDO). In the past few 
years, SIDO has set up process-cun-development Centres 
(PDCs) for foundry and forging industries at Agra and for 
household electrical appliances at Bombay. There are plans 
to set up additional institutions in different parts of the 
country. In order to look after the development work of 
these organisations, the industrial policy of 1990 proposes 
to establish an Apex Technology Development Centre in SIDO. 
3.3.3 TECHNOLOGY MODERNISATION 
This programme envisages upgradation of obsolete technology 
through identification of the imports needed by small scale 
industries in rural, urban and backward areas and helps them 
obtain optimum inputs from various organisations. Its main 
objectives are: 
a) improvement in production technology 
b) product development and design 
c) testing and quality control 
d) selection of proper machinery and raw material; and 
e) application of improved management technology. 
The IDBI has also initiated a new scheme for providing 
financial assistance at concessional rate of units, which 
have taken the modernsiation programme. A subsidy scheme is 
also being operated by the Industrial Finance Corporation of 
India for encouraging modernisation of small scale and 
anciallary units. 
3.3.4 ANCILLARY DEVELOPMENT 
Development of ancillary and sub-contracting units is 
organised by the Small Industries Development Organisation 
through its field institutions such as Small Industries 
Service Institutes and Sub-contracting exchanges located in 
these organisations. Its various programmes are: State level 
Ancillary Exhibitions, Regional Workshops on Ancillary 
Development. 
3.3.5 FQREIGH COLLABORATIONS 
The government policy on technology aims at reducing 
external dependence and achieving self-reliance in 
resources. This involves continuous updating of indigeneous 
technology to keep pace with the rapid technological 
developments taking places in developed countries. Import of 
technology is permitted in high technology areas, export-
oriented industries, import substitution projects and 
indigeneous units aiming at upgradation of their 
technology ^'-^•', 
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3.3.6 FQREIflN TNVESTHKNT 
Foreign investment is permitted in such areas which require 
sophisticated technology or where there is a critical 
production gap or where it helps expand India's export 
potential. Such an activity also promote transfer of 
technology, critically needed for a cost efficient and 
conpetitive growth of our econony. 
A "Fast Track Mechanism" has also been set up since mid 1988 
for promoting investment from Japan, the United Kingdom, the 
United States of America, Germany and France by speedy 
redressal of problems arising from policy procesures or some 
other specific problems by foreign investors. 
3.4 SOME NEGLECTED AREAS AND FUTURE POTENTIALITIES 
The process of exports depends on a number of factors such 
as the ability to produce export surpluses, market 
strategies, governmental policies, local and global business 
environment and ommercial policies of the importing nations. 
The same holds true for export of engineering goods. 
However, there are numerous factors which have either 
impaired the ability to produce surplus or have acted as 
impediments in the growth of export of engineering goods. 
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3.4.1 INADEQUATE SUPPLY QF RAH MATERIALS 
q 
Studies conducted by NCAER (National Council of Applied 
Economic Research) and EEPC (Engineering Export Promotion 
Council) postulates pig-iron and aluminium has been a 
critical constraint in improving production levels in the 
engineering industry. Demand shift and consequent 
inavailability of certain grades of steel in the 
international market has been a major cause for tardy 
progress of the industry. Specialised products required by 
the engineering industry like copper bearing, forging 
uality, high tension and high carbon steel are difficult to 
acquire. Supply of these raw-materials through government 
agencies like STC (State Trading Corporation) are irregular. 
At times, producers have to purchase these raw materials at 
higher price, from the open market which increases the cost 
of production leading to subsequent disadvantage on the 
export front when these raw materials, are not even 
available in the open market, much of the installed capacity 
of the industry remains unutilised leading to lower levels 
of production. 
3.4.2 LACK QF INFRASTRUCTURAL FACILITIES 
Inadequate infrastructural facilities such as lack of power, 
lack of finance, inadequate transport and shipment 
facilities are some of the factors which adversely affect 
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the level of Industgrial production. The adverse efforts of 
infrastructural facilities has regulated the growth of 
engineering industry and its export. 
3.4.3 TNADKQUATR HARKRT RKSKARCH 
Another constraint on the engineering export is the lack of 
sound uarket research. It is very essential for the 
engineering sector to adopt, modify and redesign the 
products in the light of the requirements of ultimate users. 
In order to have first-hand knowledge of the overseas 
markets, sound market research is the pre-requisite. 
3.4.4 INTERNAL INFLATION 
The international market calls for manufactured goods of 
high quality to be supplied at competitive prices. But 
domestic inflation tends to increase the cost of production, 
which, in turn, increases the prices. And when exportable 
prices increases, they become less competitive in the world 
market. Inflation in India has been much higher then many of 
the rival exporting countries. One of the constraints in our 
engineering goods exports can be the domestic inflation 
which may have raised the prices of exportables and may have 
made them less competitive. 
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3.4.5 QUALITY AND PACKAGING 
Due to the increase competition in the world market, quality 
consciousness has been developed among importers. Factors 
such as design quality and packing now play an important 
role in determining the export deals. In order to capture 
the market over a longer time, there is need to control 
quality as well as to give a touch of sophistication in 
design and packaging. This lack of quality consciousness has 
led not only to low value for our products but to lose our 
share of world market to the competitors. 
3.4.6 LACK OF WAREHOUSING FACILITIES 
Important factor which acts as a major constraint on the 
export front is the order-delivery lag which is due to 
inadequate warehousing facilities. As recognised by 
Panchmukhi, due to inadequacies of warehouses and of 
transport and shipping, the importers have to wait for 8-9 
months before they get the goods ordered by then. As a 
result of such long delivery lag, our exporters get less 
orders from abroad. 
3.4.7 LACK OF ADAPTATION 
Adaptation is very important according to the local needs of 
export market but lack of adaptation is a major constraint 
which have impeeded our engineering goods exports. 
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Prepardness for product adaptation and product development 
to meet the requirements of buyers is not cultivated well in 
the minds of the Indian exporters. In the case of developed 
countries' markets like US, Europe etc. there is acute need 
for adaptation and modification. In case of growing 
importance in the global market it is very essential for the 
exporters to modify and to adopt their products according to 
the market requirements. 
3.4.8 OTHER SUGGESTIONS 
There is also a need for promoting tie-ups with foreign 
companies having wide marketing networks. In order to 
facilitate this, joint trading companies should be allowed 
to set up as this would help in training business 
opportunities and marketing trends abroad, reorganising the 
production pattern and evolving an effective overseas 
selling strategy. 
The scale of production of engineering units which are to 
lead the export effort must rise substantially. In order to 
ensure the strongest possible technological and 
institutional base in the "Thrust Industries" 
expansion/entry of MRTP/FERA units needs to be permitted 
freely. 
The slow pace of modernisation and technological upgradation 
are among the constraints for the growth of India's 
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engineering exports. Despite all the assistance from the 
Government the India exporting community is still not 
competitive in the global market. It is, therefore, 
important for the Indian engineering industry to modernise 
their plants and expand their capacity to attain economies 
of scale. 
Of late India has a recognised potential to be a competitive 
and competent global supplier of the computer software, 
trunkey projects, technical know-how and services. In order 
to exploit the potential to the best advantage to the 
country, and also that of electronic and software industry, 
the government should reorient its promotion of technology 
for export trade, which is at a very initial stage. 
1' 
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CHAPTER FOUR 
CONCLUSION AND ANALYSIS 
Foreign trade is a vital sector of a country's national 
economy and contributes substantially to the economic 
welfare of the people and development of resources. The 
export performance of a country is important for the overall 
growth of the economy, particularly for developing countries 
like India. A high level of export earnings provides the 
much needed foreign exchange for financing the imports of 
capital goods, raw materials and other resources required 
for the industrialisation and economic development of the 
country. The composition of India's export trade has 
undergone significant changes since independence. ijpto 
sixties, India was selling more quantities of traditional 
items like tea, coffee, and cotton textiles. It was only 
during end fifties and early sixties, India made a dent on 
non-traditional items like engineering goods. 
Over the years, the external situation has changed 
substantially. The engineering industry has formed its 
strong roots, rather imbedded in the economy and poised for 
further export growth with all the governmental support 
being melted out of it. India's increased dependence on 
foreign countries for various commodities can be related to 
7-^  
the accelerated growth of economy which needed large doses 
of connodities in the capital intensive sector. 
The three decades that have undergone witnessed a sea-change 
both in composition and dimensions of India's engineering 
exports. Engineering goods which covers capital goods, 
electronics, computer software and projects and services is 
one of the twelve out of fourteen thrust sectors identified 
for special promotion, showed good growth among the non-
traditional items. India is, yet to establish herself as a 
major exporter of engineering goods in the international 
market. There has been a sharply growing dependence of each 
industrial country's production and consumption^-i^'^'its ^o?^ 
external trade in engineering products. /{^ ^ .^ c•^ ^ 
.;,^^>S>2^o_Sy 
' . : n^J 
There has been a considerable upsurge in the ex^rt. of 
capital goods and consumer durables followed by an erra^ "fp~'-^ ^ 
trend in export of both steel based non-ferrors products, 
other items that have grown in recent years are electronics 
and software. The long term thrust for engineering goods 
exports which have maximum potential is primarily in 
developed countries. It is, therefore, recommended that for 
gaining a higher share of this market, a concerted and well 
drawn out strategy focussed on a few selected industries 
will be needed. 
Indian engineering products are exported to over 100 
countries both developed and developing. Though Asia and 
7Q 
Africa still constitute our major narkots, there has been a 
gradual rise in the export of Indian engineering goods to 
the western world. This has been nainly due to the growing 
awareness of new opportunities and several product/capacity 
adjustment carried out by entrepreneurs within the country. 
On the other hand, India's export of engineering goods to 
Europe and America which contributed less than IX in the 
mid-50s now account for about 40X. This shift in the 
directional pattern of Indian engineering exports is an 
indication of the growing acceptance of our products in the 
developed world. 
Indian producers do not find it as advantageous to export as 
to produce for the domestic market. Hence some special 
schemes and strategies for export of engineering goods 
should continue to form a separate and critical part of the 
overall policy of exports from the country. 
The government have introduced a number of measures to 
facilitate expansion of export production, upgrade 
technology and make export sector more competitive through 
improved access to capital goods and raw materials at near 
international prices, and provide additional fiscal and 
monetary incentives for exports. Engineering sector is one 
of the thrust areas identified for long term export 
prospects. The various promotional schemes generated by the 
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government for increasing exports fron this sector have 
resulted nore or less in attainnent of the export goals set 
for the industry. 
Although the base of the engineering industry is quite 
diverse and the country is capable of offering a large 
variety of finished engineering products and components. 
India's engineering exports are barely visible in the export 
market. India must plan its capacities in order to meet 
International market's requirements otherwise the vast 
potential of engineering exports will remain unrealised and 
the targets set by our policy markers will remain 
progressive targets alone. 
The cost of production of engineering goods sector tend to 
be high which leads to loss of international competitivity. 
The cost disadvantages emanates primarily from the high cost 
of raw material and other inputs and also substantially on 
account of the disadvantages flowing from the multiplicity 
of taxes and duties at various levels in the production 
chain. 
Keeping in view the various policy initiatives and current 
upsurge in exports, the Engineering Export Promotion Council 
(EEPC) has fixed a target of Rs 6,450 crores for the 
terminal year of the Eighth Plan. Likewise, the export 
target for electronics and software fixed by the Electronics 
sn 
and Software Export Promotion Council for 1994-95 is placed 
at Rs 6,050 crores, thus raising the estinated foreign 
exchange earnings from this sector to Rs 12,500 crores by 
the end of Eighth Plan. 
Planning Commission had suggested that sub-group on 
engineering goods exports in respect of giving entry price 
support, manufacturers needs immediate implementation for 
achieving a breakthrough into the global market. To 
encourage Research and Development, additional fiscal 
incentives needs to be considered by the Government and 
expenditure on product design and redesign and sponsoring of 
such project work in technical, academic institutions should 
be considered as Research and Development (R and D) 
expenditure. 
The export oriented firms should have access to duty 
exempted capital goods either through imports or through 
domestic sources. In a competitive international 
environment, the rate of capital obsolescence is high and 
our exporters are unable to keep up with the pace of 
modernisation with the current burden of custom duties. 
To achieve the phenomenol growth in engineering exports, it 
is imperative to have a total involvement of not only 
Central but State Governments as well. The scenario that has 
emerged in the course of the present study indicates that 
8 
engineering goods have a good potential for naxinising 
India's foreign exchange earnings. Since the higher growth 
rates have been envisaged for India's exports during the 
Eighth Plan period, a further impetus to the growth of 
engineering industry with a thrust on its export potential 
is imperative. 
8, 
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